IHTRODUCTIOH 

The main benefits for sick and disabled people were not included in the recent 
social security review, pending the outcome of the major survey of disablement 
now under way to provide up-to-date information about the numbers, 
circumstances and needs of disabled people. The full results of this are 
expected in 1988. Meanwhile, however, the Government have been concerned in 
their review of income-related -benefits to pay particular attention to the 
needs of less well off sick and disabled people on low incomes. This concern 
is reflected in the Social Security White Paper’s proposal for a disability 
premium which, with other proposed changes, will improve the position of many 
sick and disabled people on low incomes. 

Against this background, the Government have concluded that it would now also 
be right to make some further changes to the industrial injuries scheme, along 
lines which were the subject of extensive consultation in 198 O and 198 I. 
These would focus the scheme itself more clearly on the most severely disabled 
people. Taken together with the income support proposals, they would help 
improve the balance of support for disabled people as a whole. In the 
Government’s view, this is a sensible further step towards a more coherent 
system of benefits for sick and disabled people, following earlier measures 
such as the ending of the invalidity trap and the introduction of severe 
disablement allowance. At the same time, the Government believe also it would 
be right to apply to widows’ provision in the industrial injuries scheme -the 
same principles as the Social Security White Paper proposes in the main 
national insurance scheme. 

Accordingly, the Government is putting forward the proposals set out in this 
paper. They are designed to concentrate help for minor disablement on 
compensation for loss of earnings, rather than for the disablement itself; to 
increase the maximum help which the most severely disabled can receive; to 
phase out the anomaly whereby compensation for loss of earnings can extend 
beyond normal retirement age; to make a number of other changes, including the 
extension of industrial injuries cover to people working overseas; and to 
align the provisions for industrial widows with those for widows generally. 
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BACKGROOMD 



1 . 1 The industrial injuries scheme provides benefits for those disabled as a 
result of an industrial accident or disease, its provisions can be traced to 
the Workmen’s Compensation Act 1897 which required employers to compensate 
their employees for earnings lost as a result of accidents arising ’’out of and 
in the course of” employment. In 1906 sufferers from a scheduled list of 
industrial diseases also became eligible for compensation, 

1.2 In 1948.1 compensation for industrial disablement underwent substantial 
change. Loss of faculty replaced loss of earnings as the main basis for 
compensation. The resulting scheme differed from the newly introduced 
national insurance scheme in three principal ways. First , anyone incapable of 
work for up to six months as a result of industrial disablement could claim 
injury benefit at a rate over 70 % higher than the national insurance scheme’s 
sickness benefit. Secondly, industrial widows could be eligible for 
industrial death benefit which was 15? higher than the ordinary widow’s 
pension and free of the earnings restrictions which applied to the latter. 
Thirdly disablement benefit was payable for any disablement continuing after 
the cessation of injury benefit. Disablement benefit was assessed on a 
percentage scale of disablement where 100^6 was equivalent to complete loss of 
faculty. It had no counterpart in the national insurance scheme and was 
payable on top of that scheme’s incapacity benefits. It could be increased 
by a number of additions for special circumstances -unemployability 
supplement, and allowances for special hardship (loss of earning potential), 
hospital treatment and constant attendance. 

1.3 In succeeding years , the most marked change in the scheme was the 
erosion of its preferential rates where the national insurance scheme had 
parallel provisions. From the mid 1960s, the cash lead of injury benefit and 
industrial death benefit was frozen and, by 1980 they were no more than 12 per 
cent and 2 per cent, respectively, higher than their national insurance 
counterparts . 
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1.4 In I9SO the Government issued for discussion a document^ setting out 
possible changes which, taken together, would balance increased expenditure on 
some parts of the scheme by savings elsewhere in the scheme. Responses to the 
document took four main forms. Some, like the Disability Alliance, objected 
to preferential treatment for one group of disabled people and were prepared 
to see the scheme’s benefits frozen, reduced or phased out so that more money 
could be made available for non-industrial disablement. Others, including the 
Industrial Injuries Advisory Council and the TUG, defended the industrial 
preference on the traditional grounds that employees injured at work were 
acting under orders and their employment was necessary to the community’s 
prosperity. Another reaction, which commanded widespread agreement, favoured 
shifting resources away from relatively trival injuries and towards long- 
terms, serious disability. Finally, there was criticism of the administrative 
cost of preferential benefits which duplicated the national insurance scheme’s 
provisions, especially where the value of the higher payments had diminished 
substantially over the years. 

1.5 Following this consultation, the Government published a White Paper^ in 

November I98I proposing a series of measures to improve the scheme. They had 
three principal aims: to remove anomalies, to reduce dual provision between 

the industrial injuries and national insurance schemes, and to focus help more 
clearly on the more severely disabled. 

1.6 In April 1983, two of White Paper’s main recommendations were 

implemented: injury benefit was abolished and industrial disablement benefit 

became payable from a common starting date, 15 weeks after the onset of 
disablement. The Government now proposes to implement a number of the 
remaining recommendations, but with modifications to take account of what was 
said in consultation on the earlier proposals and of other developments since 
198.1. The Government would welcome views on these modified proposals. 



1 . ’’Industrial Injuries Compensation” , a discussion document issued by DHSS 

2. ’’Reform of the Industrial Injuries Scheme” (CMND 8J+02) 
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IliDQSTHXAL DISABLEMENT BENEFIT 



2.1 Disablement benefit is paid to about 185,000 people and forms the most 
important part of the industrial injuries scheme. It is paid when industrial 
disablement is assessed at 1 per cent or more, and is payable on top of any 
earnings or national insurance benefit. The method of payment depends on the 
degree of disablement. A weekly pension is payable for disablement of 20 per 
cent or more, whereas less severe disablement normally attracts a lump sum 
gratuity at a level based on the degree and expected duration of the 
disablement. The maximum pension, for 100 per cent disablement, is currently 
£62.50 a week. Most gratuities are less than £500 and one third are for 
temporary rather than permanent disablement. They can be as low as £4.95 for 
one month's disablement assessed at 1 per cent. 

2.2 The 19B.1 White Paper noted that about 90 per cent of cases examined 
resulted in assessments of less than 20 per cent and argued that a 
disproportionate amount of expenditure on disablement benefit was devoted to 
relatively minor injuries. The White Paper also pointed out that before 1953 
the scheme had not compensated temporary disablement below 20 per cent. It 
proposed a partial return to the pre-1953 system. However, the White Paper 
recognized that a full return to the earlier treatment of minor disablement 
could remove entitlement to benefit for some people whose injuries had 
significantly impaired their ability to live a normal life. It therefore 
recommended that 10 per cent should be the threshold for compensating 

temporary disablement, while permanent disablement would continue to be 
covered at all levels. 

2.3 Some of the representations made following the publication of the White 
Paper, notably that from the TUG, objected to the proposed 10 per cent 
threshold for temporary disablement. They pointed out that minor temporary 
disablement could cause a substantial drop in earnings. At present some of 
that loss would be made good by , the payment of special hardship allowance, but 
this would no longer be available if the new threshold were implemented. 



4 



Printed image digitised by the University of Southampton Library Digitisation Unit 



2.4 At this level of disablement, the Government believes it would be right 
to compensate the loss of earnings rather than the disablement itself. 
Accordingly, the Government now proposes that disablement benefit should not 
in future be awarded for any disablement below 15 per cent, but that loss of 
earnings should continue to be compensated whatever the degree of disablement. 
As an additional measure of simplification, those disabled in the range 15—19 
per cent would receive a pension at the 20 per cent rate instead of a 
gratuity. This improvement would follow the existing practice for pensions 
above 20 per cent of rounding to the nearest 10 per cent rate. 

2.5 No change is proposed in the arrangements whereby people with 
pneumoconiosis, byssinosis or diffuse mesothelioma receive pensions for 
disablement below 20 per cent. 

SPECIAL HABDSHIF ALLOVANCE 



3*1 Special hardship allowance (SHA) compensates about 140,000 people who 

have lost earnings as a result of industrial disablement. It is based on the 
difference between pre and post-accident earnings subject to the conditions 
that it cannot exceed the 40 per cent rate of disablement benefit (currently 
£25 a week) and cannot increase disablement benefit above the -100 per cent 
pension rate (currently £62.50 a week). 

Payment in Retirement 

3.2 The 198.1 White Paper argued that there was no justification for 

continuing the allowance beyond retirement, when employment would normally 
have ended. It proposed and the Government still accepts that SHA should 
cease when a person retires for_ national insurance purposes, or in any event 
at deemed retirement age (70 for men, 65 for women). The White paper 
recognized, however, that earnings lost during working life could result in 
reduced earnings-related pension rights. It therefore suggested that this 
should be reflected in a beneficiary’s record for pension purposes. There 
would be disproportionate administrative cost and complexity if the 
calculation of the earnings-related addition to retirement pension had to take 
account of entitlement to SHA. As an alternative, the Government would 
welcome views on the possibility that, when SHA ceases on retirement, a 
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payment on lines similar to the invalidity addition (IVA) paid with invalidity 
benefit should become payable. The amount might depend on the length of time 
SHA had been in payment. 



3-3 Existing retired beneficiaries would continue to receive SHA. Against 
the background of the change proposed above, however, the Government believes 
that it would not be right to continue to increase the allowance in future 
years for these recipients who are no longer in the employment field. 

Relationatiip with disablement benefit 

3«^ At present SHA is technically an increase of disablement benefit and 
cannot be paid independently. The Government proposes to pursue the I 98 I 
White Paper proposal to make SHA independent of disablement benefit. That 
would enable the allowance to be paid on top of all rates of disablement 
benefit, thus benefiting the most severely disabled. Those who are 100 per 
cent disabled would stand to gain up to £25 a week extra if they had lost 
earnings as a result of industrial disablement. Making the allowance a 
separate benefit would also enable it to continue to be paid at lower levels 
of disablement even where disablement benefit will not now be payable (see 
paragraph 2.4 above). The only requirement for payment of the allowance will 
be that some degree of industrial disablement should be present. As proposed 
in the 198 I White Paper, the new allowance would be renamed "Reduced Earnings 
Allowance" to give a clearer indication of its purpose. 

Measuranent of earnings loss 

3.5 At present the level of SHA is reviewed from time to time to see whether 
it still reflects the difference between pre and post-accident earnings. This 
necessitates over 200,000 enquiries a year to employers to confirm wage levels 
in the relevant jobs and, where accidents occurred many years ago, involves 
tortuous investigations and highly artificial decisions on what would have 
been the level of earnings in jobs which have no modern counterpart. The I 98 I 
White Paper recommended that revisions to the earnings in the pre-accident 
employment should be linked with the general increase in earnings. Index- 
linking would also apply to the calculation of the notional post-accident 
earnings capacity of someone who was unemployed. 
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3.6 The Government proposes to implement the White Paper recommendation, but 
is considering whether all SHA earnings calculations, including actual post- 
accident earnings, could not be index— linked. As about 90 per cent of* 
beneficiaries would continue to receive the maximum rate of the allowance 
whatever method of calculation were used, there are strong arguments for 
minimising the administrative effort used to calculate the allowance. To take 
some account of different earnings movements in different industries, this 
modified proposal might use a separate index for each of the main industrial 
groupings rather than one general index for all earnings. Moreover, the first 
calculation of the allowance would be based on the actual earnings obtaining 

in the pre and post-accident jobsj only subsequent revision would be index- 
linked. 

OTHER INCREASES OF DISABLEMENT BENEFIT 
Unemployability Supplement 

4.1 If long-term incapacity for work results from industrial disablement, 
then invalidity benefit is usually payable. In the small number of cases 
lacking sufficient national insurance contributions to qualify for invalidity 
benefit, unemployability supplement has hitherto been paid. Since April 1983, 
however, when injury benefit was abolished (see paragraph 1.6 above), the 
industrially disabled have been automatically entitled to national insurance 
benefits for any incapacity resulting from injury at work. Payment of 
invalidity benefit is now the norm in cases of long-term incapacity and only a 
hundred or so beneficiaries continue to receive the supplement. The 
Government proposes to implement the 1981 White Paper proposal that the 
supplement should end, with existing beneficiaries transferring to invalidity 
benefit. 
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Hospital Treataent Allowance 



4.2 Treatment in hospital for an industrial injury occasions an increase in 
disablement benefit to the 100 per cent rate, irrespective of the actual 
degree of disablement present. This provision pre-dates comprehensive 
national insurance cover and was intended to encourage pensioners to seek 
hospital treatment at a time when wages would be lost. The 19H*1 White Paper 
accepted the view of most respondents to the 1980 discussion document and 
proposed that the allowance be removed, while preserving the rights of those 

already receiving it. The Government now intends to proceed with this 

proposal. 

Conatajit Attendance Allowance 

4.3 Those injured at work who are 100 per cent disabled and in need of 
attendance can qualify for constant attendance allowance (CAA) at one of four 
rates, depending on the degree of attendance required; 

i. a part-time rate of £12.50 

ii. a normal maximum of £25.00 

iii. an intermediate rate £37.50 

iv. an exceptional rate £50.00 

CAA was introduced in 19 48^: when- .-there wais ho- general provision for attendance 
needs. Since the introduction of general Attendance allowance (AA) in 1971, 
this is no longer the case. > The'- 19811 White* Paper recommended that CAA should 
be integrated with AA. The form of integration proposed was the abolition of 
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CAA with existing beneficiaries transferring to AA. Those receiving the part- 
time and normal maximum rates would receive the lower rate of AA (£20.45), 
while those receiving the intermediate and exceptional rates would receive the 
higher rate of AA (£30.60). 

4.4 The Government continues to think that this would be a sensible 

rationalisation, but would welcome further comments before proceeding with 
this change. 

IMDOSTRIAL DEATH BENEFIT 

5.1 Industrial death benefit is payable to the widows and certain other 
survivors of those killed by an industrial accident or disease. Much the most 
important element of death benefit is widows benefit of which there are about 
30,000 recipients. For the first 26 weeks of widowhood it is exactly the same 
as NI widows benefit. Thereafter the main long-term rate is only 55p higher 
than the main scheme benefit. There is also a lower rate (currently £11.49) 
for childless widows under the age of 40 which has no counterpart in the 
national insurance scheme. The other significant difference between the two 
schemes is that death benefit, unlike national insurance widows pension, is 
payable on top of a widow’s retirement pension based on her own contributions. 

5.2 The 198J White Paper argued that there was no justification for dual 
provision between industrial injuries and national insurance widows 
provisions. There is widespread agreement that alignment would be sensible. 
The Government now proposes that the two schemes should be brought together 
along the lines set out the -soci-alnirsecurity White Paper for national 
insurance widows. There woi^^.d jbeia£=|.ump zsum 'of . £1 , 000 in place of the present 
widow’s allowance; it will=-be^t^r-free^ and! will not affect entitlement to help 

. -f — •*. r ‘h- 

. ^ ir . -r -z ... • I i • * 



9 

Printed image digitised by the University of Southampton Library Digitisation Unit 



with funeral expenses from the new Social Fund. For widows with children, 
widowed mothers allowance will be payable immediately. For childless widows 
there would be the same arrangements for widows pension as are proposed in the 
national insurance scheme, also payable immediately. The Government has, 
however, decided that the usual contribution conditions for the main scheme's 
widow's benefit will be waived for industrial widows. That would guarantee 
that no industrial widow would fail to qualify for help under the national 
insurance scheme, simply because she was unable to meet the contribution 
conditions. Existing industrial widows would experience no cash loss. 

5.3 Aligning industrial death benefit with the new national insurance widows 
provisions will mean the end of a number of minor payments - weekly pensions 
of less than £2 and a maximum lump sum of £78 - to certain dependent relatives 
other than widows. The lump sums payable to widows who remarry - the 
"remarriage gratuity” - would also disappear. 

ACCIDENTS ABROAD 

6.1 The industrial injuries scheme covers work accidents in Great Britain, 
the European Community, and those countries with whom there are reciprocal 
agreements in force. The 1981 White Paper recommended that the scheme should 
be extended to cover any employment abroad while the employer has to pay 
contributions for the employee concerned. The Government will introduce this 
extension before the other measures discussed in this paper and will be laying 
regulations to implement it in 1986, and, at the same time, proposes to extend 
the scheme to cover voluntary service workers overseas who continue to pay UK 
contributions. 

OTHER. 19B1 WHITE PAPER PROPOSALS 

7.1 In addition to the proposals discussed above, the 1981 White Paper made 
a number of others. Among them were that the scale of payments for 
disablement benefit should be altered to provide proportionately higher 
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pensions for higher degrees of disablement while those disabled between ao and 
40 per cent would receive proportionately less; that the mavimnn. lavel of 
special hardship allowance should be increased while compensating only 50 per 
cent of earnings lost rather than 100 per cent as at present; and that 
national insurance incapacity benefits should be taken into account in 
assessing the level of 3HA to be paid. 

7.2 The Government’s present view is that these proposals may be more 

appropriately given further consideration following the disablement survey, 

but it would welcome any comments on these points which the Council or others 
may wish to make. 
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SUMMARI 



8.1 The Government are putting forward for consultation the following 
proposals for legislation: 

a. Industrial disablement benefit schould cease to be payable for 
minor disablement below 15 per cent. Special hardship allowance would 
continue to compensate lost earnings at all levels of disablement. 
Pensions at the rate of 20 per cent disablement would replace the 
gratuities now payable for disablement benefit between 15 and 19 per 
cent (paragraphs 2.1 - 2.5). 

b . Special hardship allowance should cease on retirement but a special 
payment might be payable instead. Existing retired beneficiaries would 
retain the allowance at current rates (paragraphs 3.1 - 3 .3). 

c« Special hardship allowance should be made independent of 
disablement benefit and be renamed '’Reduced Earnings Allowance". It 
would then be payable on top of all rates of disablement benefit as well 
as being payable to those with less than 15 per cent disablement who no 
longer qualified for disablement benefit (paragraph 3.4). 

d. Reviews of special hardship allowance should be based on the 
movement of earnings in the main industrial groups rather than on 
changes in the actual earnings in the relevant pre and post -accident 
employments (paragraphs 3.5 - 3.6). 

e. Existing recipients of unemployability supplement should transfer 
to invalidity pensions at the same rate to enable the supplement to be 
discontinued (paragraph 4.1). 

f. Hospital treatment allowance should be discontinued with protection 
for existing beneficiaries (paragraph 4.2). 
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g. Constant attendance allowance should be aligned with attendance 
allowance (paragraphs 4.3 - 4.4). 

h. Industrial death benefit should be aligned with national insurance 

widows benefits with safeguards for the rights of existing widows. 
However, industrial widows should no longer be required to satisfy the 
contribution conditions for national insurance widows benefit 

(paragraphs 5.1 - 5.3). 

i. The scheme's cover should be extended to workers abroad whose 
employers continue to be liable to pay national insurance contributions 
(paragraph 6.1). 

8.2 Views on these proposals, and comments on other aspects of the 1981 
White Paper proposals which those responding may wish to make, should be sent 
by 15 February 1986 to: 

Department of Health and Social Security 

Boom 218 

Friars House 

157-168 Blackfriars Road 

LONDON SE1 8EU 
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